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AN ACT relating to insurance.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

SECTION 1.   A NEW SECTION OF KRS 18A.225 TO 18A.229 IS CREATED TO READ AS FOLLOWS:

As used in this section, unless the context requires otherwise:

(1)
(a)
"Adjustment fee" means the total additional administrative and actuarial cost to the state group created by retirees from non-participating employers divided by the total number of subject employees in all non-participating employers.

(b)
"Non-participating employer" means an employer having subject employees that has not entered into an agreement with the Personnel Cabinet to cover all of its subject employees as part of the state group beginning no later than January 1, 2005.

(c)
"State group" means the group of persons insured pursuant to KRS 18A.225.

(d)
"Subject employee" means an employee who participates in a state administered retirement system but is not in the state group.

(2)
Beginning July 1, 2004, each non-participating employer shall pay an adjustment fee to the appropriate retirement system for each of its subject employees.

(a)
The Personnel Cabinet shall determine the additional actuarial cost to the state group because of retirees from non-participating agencies using a separate rating of the retirees from non-participating agencies.

(b)
The Kentucky Retirement Systems and the Kentucky Teachers' Retirement System shall determine the administrative costs to be incurred under this section and notify the Personnel Cabinet of the amounts, including lists of non-participating employers and the number of active employees of non-participating employers who participate in the Kentucky Retirement Systems or the Kentucky Teachers' Retirement System. The administrative costs shall include all expenses associated with the administration of the insurance subsidy account, including attorney fees and court costs, incurred by the Kentucky Retirement Systems or the Kentucky Teachers' Retirement System or to which either entity may be subject by reason of their activities in administering the insurance subsidy escrow account or otherwise arising out of or in connection with the administration of the insurance subsidy escrow account.

(c)
The Personnel Cabinet shall notify each non-participating employer of the adjustment fee.

(d)
Except as provided in subsection (3) of this section, the Kentucky Retirement Systems and the Kentucky Teachers' Retirement System shall deposit the amounts paid by non-participating employers into the insurance subsidy escrow account separately maintained by each. The insurance subsidy escrow account shall be invested in accordance with KRS 386.020 and all deposits and proceeds shall be used only for the purposes authorized in this section.

(e)
The adjustment fee may be altered based on money accumulated in the insurance subsidy escrow accounts.

(3)
Beginning July 1, 2004, the Kentucky Retirement Systems and the Kentucky Teachers' Retirement System shall remove funds each month from the funds received from non-participating employers before deposit of the balance into the appropriate insurance subsidy escrow account to pay their respective administrative costs.

(4)
Beginning January 1, 2006, the health insurance premium paid for a retiree from a non-participating employer shall include the adjustment fee but otherwise shall not differ from the premium paid by other state group members. A retiree shall be considered to be retired from his or her last employer.

(5)
The Attorney General shall take necessary action to recover funds from non-participating employers who have become delinquent in their adjustment fee payments. No retired member or beneficiary shall have his or her health insurance coverage reduced or terminated because of any of the provisions of this section.

(6)
Neither the Kentucky Retirement Systems nor the Kentucky Teachers' Retirement System shall have any liability to the Personnel Cabinet, carrier, employer, employee, retiree, beneficiary, or dependent for any claim or loss suffered arising out of the administration of the insurance subsidy escrow account as set forth in this section. The Kentucky Retirement Systems and the Kentucky Teachers' Retirement System shall be indemnified by the insurance subsidy escrow account against any loss, damage, or expense, including attorney's fees and court costs, incurred by the Kentucky Retirement Systems or the Kentucky Teachers' Retirement System or to which either entity may be subject by reason of their activities in administering the insurance subsidy escrow account or otherwise arising out of or in connection with the administration of the insurance subsidy escrow account.

Page 1 of 3
BR049100.100-491



